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OFFICE OF THE WASHINGION STATZ LIQUOR CONTROL EOARD

July 1, 19386

The regular meeting of the Washington State Liguox
‘Control Board was called to order at 5:30 a.m.,, Tuesday,
July 1, 1986, in the Board conference room, fifth floor,
Capital Plaza Building, Olympia, by chairman L. M. Pedersen.

. Board Menbers Razuo Watanabe and Robert D. Hiannah .were

present. Board Secretary Judy Plerce recorded the masaeting.

! PUBLIC HEARING - PROFOSED RULE CHANGE. Chairman Pedersen an<

nounced that this was the date and time schaduled for a
continuation of tha public hearing to consider and take
action concerning the amendment of WAC 314-20-100%"Beer
Wholesale Price Posting,” "WAC 314-20~105 "Beer-Suppliexr's
Price Filings, Contra and Memoranda,®™ "WAC 314-24~190
"Wine Wholesale Price Posting," " WAC 314=24-200 "Wine
suppliers® Price Filings, Contracts and Memoranda,™ and Wic ~
J14-52-114 "Advertising by Retail Licensees, Offering for :
Sale, or saelling Bear, Wine or Spiritucus I.i.quor at Less Than
Cost--Prohiblted--Excaptions.® Ha noted that the apgtopriate
noticas have been filed with the Code Reviser's office and
#ailed to various news media and interasted porsons.

John Hennon stataed that on March 13, 1986, the Board
held a public hearing concerning changes to the aforemen-
tioned WAC's which deal with selling balow cost. At that
time, Board dtaff proposed that Yacquisition cost” be insert-
ed in place of languaga which sald ¥cost of doing business as
raferxred to in 19,90 RCW.* RCW 19.90 was repealed by the
1983 legislature. ’ . :

Mr. Hennen reiterated that the current rules with the
outdated language are unworkable in that a determination of
“coast of doing business* requires the use of debatable

. accounting concepts and creates numercus problems for.both

the clients who are regulated by it and employeas who
are charged with snforcing ths rula.

Jan Britt, Supervisor - M.I.W. Division, added that a:
the March 13 meeting, several members representing various
tiexs of the liquor hdustry wera present. Most spoke
against acguisition cost, unless a ecific percentage was PLAINTIFF'S
added to tkhe language. Industry m rs felt that if their
ccmretitors could sell at acguisition cost, some cf thea EXHIBIT
would ke put cut cf tusiness éue to ircreased cempezizien.
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At the March 13 meeting, the Bcard charged industry
nenkers and Bcard staf? with the respensikility to mee: ané
ccae ug with a recomazended set pexcentage to be added to
accuisition cost. Since that tine, hecwever, the Attormey
Genexal'™s Divisicn has inforaed staff that a meetini ketween
Board staff and industry nexmkers may constitute a violation

otha!nti-trust laws and, therefore, ‘the meeting was never
held. s '

Ms. Britt said that while staff still believes the !
language as originally proposed regarding "acquisition cost”
is the best solution to removing outdated language frea our
rules and make the rules understandable and enforceable, if
the Board wishes to add a parcentage of markup to the acqui-

sition cost language, the M.I.W. Division recommends 15
percent, -

3 .
Ms. Britt also indicated that the Stata of New York has
language establishing a 12 percent markup above overhead
costs on all liquor products. This langu;ze is currxently
being challenged in the U, 's. Supreme Court and is expected -
to be heard some time in July to detarnine if such language
violatas federal anti-trust laws. ~

Chairman Pedersen asked if anydne present wished to

speak ailther in favor of or in oppoaliticn to the proposed
amendmant, - . 8

. Gaoff Gibbs, attorney rapresaenting the Washington State -
Food Daalaers Association, spoke againat the proposad amend-
ment, and suggested that more reasonable lanquage would ke
acquisition cost plus a stated parcentaqa, comprised of a
reasonable, minimum markup. :

Hank sitko, President of the Washington Stata Faecd
Dealexrs Association, was also opposed.to the proposed amend~
ment. He said percentages of markup vary because of the
different types of stores--from convenlence to supermarkets.
He indieated that a survey was conducted, tﬁicking a represen-
tative sampling of their membership, and the percentages of
markup ranged from 11 to 30, for an average of 20. BHe alsc
Was supportive of cost of doing business defined as acquisi-~
tion cost plus a reasonable markup.

Ken Stormans, Olyapia retajler, agreed with Messrs.
Gibbs and sitko, and suggested that acquisition cest include
a specific percentage markup. "
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John Eennen addressed the cuesticn o2 whether or ret
Ecard eaployees were citirg .husﬁesses that were sell
below cost. Me said that the WAC, as currently written, i

wensorceable and no viclaticns have Leen issued to eithex
vholesalers or retailers since the.first FeElic Rearing cn
this propcsed rule azendaent. —

Hal Wolf, retailer in Yeln, said he wculd suppor:
acquisition cost plus ten Fercent. Ke stated he was cppcsed
to the concept of the Boarad "promoting the sale of alceholic
Feverages” by allowing sales at cost.

‘en Johnson, representing mlrs:¥'s Beverages in .
Seattle, said she agreed with the pravious testimony regard-
ing the suggestion to define cost of doing business as :
acquisition cost plus markup.

Bob Seeber, ' representing the Washington State Restaurant
Assoclation, and pax:tlcu:l.ar1¥ the class H licensaes, said =
eir sole concern is regarding WAC 114-52-114 as it relates

to licensees selling spirituous liquor. He stated that the

‘Proposad amendment doesn't do anything for his clients: a ten

Percent markup on top of cost of acquisition wouldn't come
anywhere near tha cost to maintain a cocktail .lounge, atc.

He racommended that subsaections (a) and (b) not be repealed,
and indicatad that "cost of doing business" should ba dafined
33 acquisition cost plus the actual cost of dolng business.

John Hennen addressed stafr's recomaendation to delete
subsections (a) and (b) of WAC 114-52-113. He said for .s%ass
to properly administer the rule with the inclusion of these.
two subsections would not ke easy, nor would it be inaxpen-
sive, He squestad, rather, that it would depend on the
Boaxd*s priorities as to how much resources could be put
forth to enforce the ule.

Following lengthy discussion, Board Member Hannah '
Shggested that the language ke changed to define the ccst c:
doing business as acguisition cost plus ten percent. Jcha
Hennen {ndicated that an axendment of this magnitude is
"teyond the scope® of the notice of the public heu-ing as
advertised, and said a new notice weuld have to ke filed <o
anather public hearing. :

EBoaxd Meaker Eanrzh moved to centirve the hearing to
arctler cdate, to ke scheduled as scon 2s peasible, with —he -
=tent of azending the rule o define the csst ef deing
fusiness as acguisiticn cost Blus TeX pescent. Beard Memher
Watanabe seccnded the =ctlon axd it casriaé unanizeusly., The
FBIic rearing endecd az “asin &.a.
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